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CONFIDENTIAL SECTION 01 OF 02 LONDON 16174 
DEPARTMENT PASS TREASURY AND FRB 
E.O. 11652: XGDS-1 

SUBJECT: INTERNATIONAL FINANCE CORPORATION (IFC) CAPITAL 
REPLENISHMENT 

REF: A) STATE 242712; B) BRUSSELS 9372/ 

SUMMARY: H.M. GOVERNMENT NOT ENTHUSIASTIC ABOUT U.S. 
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PROPOSAL TO QUADRUPLE CAPITAL OF IFC AND EXPAND ITS AC- 
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TIVITIES. IN GENERAL, IT CONSIDERS THAT THE MOST SERI- 
OUSLY AFFECTED (MSA) NATIONS WILL NOT BENEFIT FROM THE 
PROPOSAL NOR DOES IT FIT INTO UK VIEWS ON BEST UTILIZA- 
TION OF SCARCE AID FUNDS. LEFT WING LABOR PARTY THEOLO- 
GY ALSO INVOLVED. A FIRM INTER-MINISTRY HMG POSITION HAS 
NOT YET BEEN ARRIVED AT. BUT IT WILL PROBABLY ECHO ABOVE 
SENTIMENTS. IN ADDITION. SOURCES HERE CONSIDER THAT 
HMG'S SHARE OD IFC CAPITAL IS A RELIC OF THE PAST AND 
SHOULD BE REDUCED. END SUMMARY. 

1. EMBASSY ODFICERS MADE SEPARATE CALLS ON HM TREASURY 
AND OVERSEAS DEVELOPMENT MINISTRY STAFF OFFICIALS RESPON- 
SIBLE FOR IFC. FINANCIAL ATTACHE DISCUSSED U.S. POSI- 
TION REFTEL A IN DETAIL WITH MALCOLM WIDDUP, UNDER SEC- 
RETARY, H.M.T., DRAWING HEAVILY ON PARA. LL AND SEEKING 
VIEWS OF UK OL PARA. L2. WIDDUP STRESSED HE WAS SPEAK 

ING PERSONALLY BECAUSE THERE IS AS YET NO OFFICIAL HMG 
POSITION ON THE U.S. PROPOSAL; HIS INITIAL REACTIONS ARE 
THAT THE U.S. PROPOSAL WOULD AID THE WEALTHIER LDCS RATH- 
ER THAN MS AS. THOSE LDCS MOST IN NEED OF HELP PROBABLY 
WOULD NOT BE ABLE TO MOBILIZE PRIVATE CAPITAL. HE DEF- 
INITELY DID NOT REPEAT NOT TAKE A DOG IN THE MANGER ATTI- 
TUDE TOWARD U.S. PROPOSALS, BUT SAID THEY ARE NOT IN 
KEEPING WITH HMGS VIEWS ON HOW BEST TO AID THOSE MOST IN 
NEED. CONCERNING UK'S OWN CONTRIBUTION, UK'S EXISTING 
SHARE IS BEHIND THE TIMES AND SHOULD BE REDUCED. THESE 
VIEWS PARALLEL THOSE OF UK EXECUTIVE DIRECTOR AT IBRD RE- 
PORTED IN PARA. L3, REF A. 

2. EMBASSY ECONOMIC OFFICER DISCUSSED CAPITAL REPLENISH 
MENT OF IFC WITH DOUGLAS WILLIAMS, DEPUTY SECRETARY, MIN- 
ISTRY OF OVERSEAS DEVELOPMENT (ODM) AND DONALD GLASON, 
INTERNATIONAL FINANCE DEPARTMENT, ODM, HIGHLIGHTING 
POINTS IN REF A AND EMPHASIZING THAT THIS IS ONE OF THE 
US'S MAJOR PROPOSALS DESIGNED TO MEET CONCERNS OF THE DE- 
VELOPING WORLD. ODM FEELS IT HAS PRIMARY RESPONSIBILITY 
FOR SETTING POLICY ON IFC AS ANY CONTRIBUTION TO IT MUST 
BE MADE FROM ODM BUDGET. IN RESPONSE TO REQUEST FOR RE- 
ACTIONS (PARA. L2, REF A), WILLIAMS REITERATED COMMENTS 
MADE BY UK EXECUTIVE DIRECTOR AT IBRD. HE WAS, HOWEVER, 
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MORE EXPLICIT THAN THE EXECUTIVE DIRECTOR IN EXPRESSING 
FEELING THAT LOT ONLY "MAY" 10 PERCENT BE "TOO LARGE"; 

BUT THAT CONTINUED UK CONTRIBUTION TO IFC IS VERY QUES- 
TIONABLE. HE STATED HMG'S BASIC ANTIPATHY TO IFC DATES 
FROM JUDITH HART'S STINT AS MINISTER FOR OVERSEAS 
OPMENT. SHE STRESSED REPEATEDLY THAT A SOCIALIST GOVERN- 
MENT SHOULD NOT BE INVOLVED IN ASSISTING PRIVATE ENTER- 
PRISE TO DEVELOP FAVORED POSITIONS IN DEVELOPING WORLD 
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AND ARGUED THAT MOST OF IFC INVESTMENTS ARE IN MORE DE- 
VELOPED OF THE DEVELOPING COUNTRIES AND THAT LITTLE, IF 
ANY, FILTERS DOWN TO MSA NATIONS. WILLIAMS EMPHASIZED 
THAT HART’S PHILOSOPHICAL OPPOSITION TO IFC IS STILL RE 
FLECTED IN PRESENT CABINET THINKING AND CERTAINLY RE- 
FLECTS POSITION OF CURRENT ODM MINISTER, REG PRENTICE. 
WILLIAMS ALSO NOTED THAT WHITEHALL HAS NOT YET DEVELOPED 
COMMON POSITION ON OUR PROPOSAL. THERE WILL, HOWEVER, 

BE MEETINGS PRIOR TO IFC MANAGEMENT VISIT ON OCTOBER 23. 

HE DID NOT SUGGEST. HOWEVER, THAT AGREED POSITION CAN BE 
REACHED BY THAT TIME. 
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3. PRELIMINARY DISCUSSION WITH GEOFFREY LITTLER CONCERN- 
ING EC MONET APY COMMITTEE'S VIEW OF FINANCIAL ACTIVITIES 
OF IMF AND IBRD WAS INCONCLUSIVE (REF. B). LITTLER SAID 

THE MONETARY COMMITTEE HAS UNDER CONSIDERATION SETTING 
UP A SPECIAL WORKING GROUP THAT WOULD COORDINATE EC VIEWS 
ON ISSUES LIKELY TO BE DISCUSSED BY THE FINANCIAL COMMIS- 
SION AT THE FORTHCOMING PREPCON SESSION. ALTHOUGH HE 
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WOULD LIKE TO CHAIR THE EC WORKING GROUP, IT IS NOT YET 
CERTAIN THAT HE WILL. SOME OF THE DIFFICULTY APPARENTLY 
ARISES FROM THE UK'S INSISTENCE ON HAVING ITS OWN CHAIRAT 
THE SESSIONS. WE STRESSED BASIC US POSITION ON IFC CAPI- 
TAL REPLENISHMENT TO LITTLER AND WILL FOLLOW UP IN MORE 
DETAIL BUT BELIEVE THAT AN EC COUNTRY MORE FRIENDLY TO 
US VIEWS WOULD BE MORE EFFECTIVE THAN UK IN SUPPORTING 
OUR POSITIONS IN EC DELIBERATIONS. 

4. COMMENT: FROM TONE OF CONVERSATIONS, WE JUDGE ODM'S 
VIEWS ARE MORE NEGATIVE THAN HM TREASURY'S. AT BEST, HOW 
EVER, EVEN HM TREASURY TENDS TO VIEW IFC AS PERIPHERAL IN 
TERMS OF OVERALL IMF/IBRD ACTIVITIES. 

RICHARDSON 
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